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FACTORS IN APPRAISING A TOURIST COURT 


‘a HE tourist business is probably as old as human history. It would be hard 
to figure back to a time when man was so lacking in curiosity or wanderlust 
that he wouldn ’t take a few days off for a little trip. Its development in the 
United States started in the late 1700’s and progressed slowly and steadily until 
the automobile age. Since then its growth has been sensational. 


A vital part of the tourist business is the tourist court. It was one of the many 
new businesses made possible by the rise of the automobile industry. Like so 
many new businesses its early growth was exceptionally rapid. In 1922 there were 
about 600 tourist courts in the United States. By 1940 the Census Bureau reported 
13,521. Today the number probably exceeds 20,000. The average-sized court has 
22 rooms, and the average number of guests per room is two. Therefore, the 
tourist courts of the country could accommodate almost 900, 000 people per night. 


The rapid increase in the number of courts has sprung from two main sources. 
The first - of a positive nature - is simply the tremendous number of people who 
have more money and do more vacationing. The second - of a negative nature - 
and of less importance - has been the lack of hotel accommodations provided in the 
last 20 to 25 years. Furthermore, tourist courts have been improving steadily in 
the quality of their accommodations and are winning more favor with each passing 
year. The Department of Commerce reports that in 1937, 12.5% of tourists pre- 
ferred tourist courts above other overnight accommodations. By 1939 this figure 
had risen to 26% and a survey made in Michigan in 1948. revealed that 71%pre- 
ferred overnight tourist courts. 


Naturally, a business that has grown so rapidly and has won such wide accep- 
tance has some interesting appraisal problems wrapped up in it. On the other 
hand, most of the appraisers we have contacted know very little about evaluating 
tcurist courts. It seemed, therefore, that some research on the subject was in 
order. We have started this research and the following remarks may be of value 
to appraisers confronted with the problem of evaluating a tourist court. 


To begin with, a tourist court is basically appraised like any other pieceof 
property - from the income, comparative and summation approaches. It is na- 
turally best to use all three, with the income approach being the dominant one. 


In making the appraisal, probably the first point to consider is whether or not 
the location is apt to be (or remain) profitable. A profitable location must have 
easy access from the highway and should be visible for at least one-fourth of a 
mile in both directions. It should be on a main highway that will probably not be 
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rerouted for at least 20 years. The location should be at a natural stopping point, 
at an intersection or at the edge of atown. The tourist court should be situated 
in quiet surroundings and the cabins should be placed well back from the noise and 
clatter of the highway. It has also been found that tourists prefer to stop in courts 
that are not more than 15 minutes from a neighboring town. 


Needless to say, the competition should also be considered very carefully. Un- 
like retail stores, tourist courts do not “help” each other. In this instance, com- 
petition is not the “life of trade” and locations adjoining or across the road from 
another court should usually be depreciated sharply. 


Reproduction costs of tourist courts will vary widely. This variation is caused 
not only by the different types of construction but by the fact that many of them 
are built in outlying areas with no building codes and nonunion labor. In 1946 the 
Department of Commerce reported that costs would range from $1, 000 to $1, 800 
per room, including building shell, finished interior, complete bathroom, clothes 
closet and small porch. Building dimensions were 16' x18' x9'. Furnishings 
were an additional $300 to $500 per room. Let’s see what the 1951 costs would 
be on this same basis. The construction cost index has gone up about 60% since then. 
So these same tourist courts would cost between $1, 600 and $2, 900 per room on this 
basis. This figures down to a unit cost of $5. 56 to $10.00 per square foot and 62¢ 
to $1.12 per cubic foot. There are also extreme cases that will lie beyond both ends 
of this cost range. The furnishings that cost between $300 and $500 per room in 1946 
are now just about double those amounts. 


According to “Tourist Court Journal ”* 1949 depreciation charges against the 
average tourist court amounted to 6% on the buildings and 12% on the equipment, 
furniture and fixture&. This is quite close to the Department of Commerce’s 
recommendation of writing off 65% of the buildings’ and furnishings’ value in 10 
‘years and 65% of the equipment and fixtures in five years. 


As a general rule less than 10 rooms, or cabins, constitutes an uneconomical 
unit. In 10-room courts, most of the work can be done by the owner and his wife 
with little need for outside help. A court of this size should have the following 
staff of outside employees: 


1 maid - 6 days per week 
1 cleaning woman - 1 day per week 
1 maintenance man - 1 day per week 


Naturally, a court of 35 rooms is too big for such a small staff and the fol- 
lowing personnel are recommended: 


2 full-time maids 

1 relief maid - 2 days per week 

1 cleaning woman - 1 day per week 

1 maintenance man - 1 day per week 
2 full-time desk clerks 





*Information in this report that is taken from the July 1950 “Tourist Court Journal, ” 
Temple, Texas, is copyrighted and may not be reproduced without their permission. 
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Since 1939 replacement costs have risen between 154% and 
176% To have the same protection a $1000 fire or windstorm 
policy would have given you in 1939 you should now have 
$2540 to $2760 coverage.* 


*This information is for St. Louis, Missouri, and is believed to be 


more or less typical of the nation-wide increase in construction costs. Pl US 
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How Much Would The Clothing You Bought 
In 1939 With $100 Cost You Today? 





So to have the same protection you had in 1939, when you 
had $1000 coverage on clothing—you should now have $1970 
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IF THEY WERE—IT WOULD COST $4110 TO REPLACE THEM TODAY. 


If You Want To Be Safe...Insure To Value. 
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These recommendations are fairly flexible but the appraiser should beware 
of a court that has an overloaded payroll, even though it is running at 100% capacity. 
By the same token, he should question the management of a court that is apparently 
understaffed. 


Another point that is particularly vital is the length of the season or the portion 
of the year the court is in operation. The trend in recent times is for the courts 
to operate on a year-round basis. Where this is not done, the appraiser should 
investigate the feasibility of such operation. His opinion as to how the value would 
be affected by year-round operation should be stated in his report. 


The “Tourist Court Journal” reports that the average net profit (as a percent of 
total income) increased from 29% in 1948 to 30% in 1949. On the other hand, the 
net profit on investment has been declining since 1946, as shown by the following 
table: 


1946 1947 1948 1949 
Average Investment per Court $35, 000 $49, 614 $69, 017 $55, 990 
Net Profit on Investment 13. 3% 12.0% 9.6% 7.71% 


In 1948, 5.8% of the courts reported a net loss and in 1949 this figure had grown 
to 6.7%. Due possibly to over-expansion in certain areas, the percentage of occu- 
pancy dropped sharply in 1949. The decline was from 81. 4% in 1948 (virtually the 
same as 1947) to 69. 8% in 1949. 


The information in the tables below was taken from the “Tourist Court Journal.” 


PERCENT OCCUPANCY 


New England 
Middle Atlantic North South Pacific anu 
South Atlantic Central Central Mountain 
States States States States 
78.55 74. 64 89.19 83.23 
63.02 73.65 85.81 90.52 
70.17 69.08 80.55 65.00 


AVERAGE DAILY RATE PER RENTED ROOM 


New England 
Middle Atlantic North South Pacific and 
South Atlantic Central Central Mountain United 
Year States States States States States 
1947 $4.47 $3. 81 $3. 31 $3.71 $3.83 
1948 4.15 3. 58 3.85 3.85 3.95 
1949 3.70 2.74 3.16 4.14 3.45 


Not too much significance can be attached to the relationship between occupancy 
and room rates. For example, one might jump to the conclusion that the courts 
in the Pacific and Mountain States had suffered a drop in occupancy (from 90.52% 
to 65.0%) because the average daily rate per rented room had risen from $3. 85 to 

















$4.14. This would be a false conclusion because the number of tourists per room 
was higher in the Western States and this fact accounted for the increased rate per 
room. The average daily rate per guest in the Pacific and Mountain courts stayed 
at $1.68 for 1948 and 1949. 


On the other hand, the courts along the Eastern Seaboard have consistently 
gotten a higher average daily rate per guest than the other sections of the country. 


These tables, therefore, show short-term trends and should be used as guide- 
posts. They should not be related one to the other and they must be handled as 
gingerly as any other set of averages. 


We do not consider that this bulletin offers a complete treatment of the problem 
of appraising tourist courts. After more research we will publish a subsequent 
article bringing this information up to date and adding to it. 











